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SUBJECT: EXIM AND PROPOSED DOES 100 MILLION 
USAID PROGRAM LOAN 

REF: STATE 265778 

1 . UNTIL RECEIPT REETEL, WE WERE NOT AWARE OE 
DELINQUENCY AND HAD NOT RECEIVED ANY LETTER 
SO INDICATING. I AM INCLINED TO VIEW THIS AS A 
DELINQUENCY RATHER THAN A DEFAULT. 

2. 1 TALKED WITH MINFINANCE ABU ISMAIL LAST NIGHT 
ABOUT GOE DELINQUENCY ON $2.5 MILLION PAYMENT DUE 
OCTOBER 1 AND URGED PAYMENT BE MADE SOONEST. 

ABU ISMAIL WAS NOT AWARE OF DELINQUENCY. 

HE ASSURED ME HE WOULD LOOK INTO MATTER AT ONCE 
AND THAT PAYMENT WILL BE MADE. AS WE KNEW, GOE 
CONTINUES TO SUFEER FROM LIQUIDITY PROBLEM AND 
HE ERANKLY ACKNOWLEDGED TO ME THAT IT DOES NOT HAVE 
THE MONEY TO PAY RIGHT NOW. AT THE MOMENT, HE 
SAID, HE HAS ONLY ABOUT THREE TO FOUR MILLION POUNDS 
STERLING IN CASH TO MEET OUTSTANDING OBLIGATIONS. 

GOE EXPECTS SOME FURTHER HARD CURRENCY INCOME IN 
THE NEXT TWO WEEKS AND ABU ISMAIL PROMISED PAYMENT 
WILL BE MADE AS SOON AS THAT MONEY IS RECEIVED. 

THIS SHOULD BE IN ABOUT TWO WEEKS TIME OR SO. 
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3. COMMENT: LIKE EXIM AND OTHER CREDITORS, I DEPLORE 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


RECURRENT EGYPTIAN SLOWNESS IN MAKING PAYMENTS AND HAVE 
EREQUENTLY DISCUSSED WITH GOE NEED TO SCHEDULE ITS 
PAYMENTS ON TIME. I HAVE POINTED OUT IT IS IN GOB'S 
OWN INTEREST TO DO SO. I ALSO APPRECIATE EXIM'S 
CONCERN, ALTHOUGH IF OUR INEORMATION IS CORRECT, 

ALL MPAYMENTS EXCEPT THAT DUE OCT I ON 1971 RE- 
SCHEDULED DEBT HAVE THUS EAR BEEN MADE, EVEN 
THOUGH SOMETIMES LATE. GOE HAS A SEVERE LIQUIDITY 
PROBLEM, AND ENTIRE PURPOSE OE USG EMERGENCY 
ASSISTANCE PROGRAM (OF WHICH THE $100 MILT .TON USAID 
PROGRAM LOAN IS A PART) IS TO ASSIST GOE TO SOLVE 
THIS PROBLEM. OUR COMMITMENT WAS MADE AT THE 
HIGHEST LEVELS OE THE USG AND IS OE MAJOR POLITICAL 
IMPORTANCE IN OUR DEVELOPING RELATIONS WITH EGYPT 
AS WELL AS TO STABILITY IN THIS COUNTRY. I BIND 
EXIM'S POSITION INCOMPATIBLE WITH THIS OVERRIDING 
USG OBJECTIVE, ESPECIALLY SINCE THE PROPOSED LOAN 
DOESOAQOTVEERELE EXIM MONEY. 

4. TO BE PEREECTLY ERANK, WERE I TO INEORM THE 

EGYPTIANS THAT BECAUSE OE THIS LATE PAYMENT, EXIM 

IS ABLE TO BLOCK A USG COMMITMENT MADE AT THE 

HIGHEST LEVELS, OUR POLICY OBJECTIVES HERE WOULD 

SUFEER A SEVERE SETBACK. I WOULD HOPE EXIM MIGHT 

RECONSIDER AND VIEW THIS SITUATION FROM THE 

PERSPECTIVE OE OUR OVERALL POLITICAL OBJECTIVE OE 

MAINTAINING STABILITY IN EGYPT, WHICH IS DIRECTLY RELATED TO 

SADAT'S CONTINUED ABILITY TO PURSUE THE PEACE SEEKING PROCESS ON 

WHICH HE HAS EMBARKED. THIS IS ALL THE MORE TRUE COMMINT IMMEDIATELY 

ALTER PRESIDENT SADAT'S SUCCESSEUL VISIT TO US, POSITIVE 

IMPRESSION OF WHICH CAN ONLY BE SERIOUESLY MARRED IE PROMISED 

CIP LOAN COMMITMENT IS NO SOON FIJI FIT ,T ,F.D. 

5. 1 WILL, OF COURSE, FOLLOW UP TO INSURE THAT ABU 
ISMAIL ARRANCES THAT THE DELINQUENT PAYMENT BE MADE 
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